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Annual Meeting 

The next annual meeting of stockholders will be held in 
Rochester, New York, on Tuesday, May 8, 1973. On or 
about April 16, 1973 stockholders will receive a notice of 
the meeting, proxy statement and proxy ballot. 

Transfer Agents 

Lincoln First Bank of Rochester 
Rochester, New York 
Bankers Trust Company 
New York, New York 

Registrars 

Security Trust Company 
Rochester, New York 
Morgan Guaranty Trust Company 
New York, New York 

Independent Accountants 

Peat, Marwick, Mitchell & Co. 

Rochester, New York 


Fiscal Year Change 

Last year, the fiscal year of the Company was changed to 
January 30,1972 through January 27,1973, which conformed 
with the practice followed by most national general 
merchandising companies. Quarterly reports of earnings were 
adjusted and issued accordingly. 

This year, the Annual Report reflects the fiscal year’s earnings 
ending January 27,1973 compared with the fiscal year ending 
January 1,1972. The Balance Sheet reflects the condition of the 
Company on January 27,1973, as compared with January 1, 

1972. It also reflects operating results of the transition four-week 
period of January 2 through 29,1972. 

















Financial Hightlights 1972 1971 


Net Sales . 




$140,988,830 

$136,518,508 

Net Earnings. 




$ 

210,394t 

$ 

1,142,517 

Net Earnings Per Share. 




$ 

0.311 

$ 

1.65 

Dividends Per Share . 




$ 

0.20 

$ 

0.20 

Depreciation and Amortization of Leasehold Improvements .. 



$ 

1,328,060 

$ 

1,363,940 

Working Capital. 




$ 

15,417,891 

$ 

17,603,309 

Total Assets. 




$ 

48,923,543 

$ 

45,697,216 

Long-Term Debt Outstanding. 




$ 

7,034,524 

$ 

7,563,998 

Stockholders' Equity. 




$ 

22,051,875 

$ 

23,179,792 

Stockholders’ Equity Per Share ... 




$ 

32.49 

$ 

33.53 

Stores in Operation . 





166 


170 

Ten-Year Summary 










Earnings 

Dividends 







Per Share 

Per Share 


Amount 


Stores in 



on 

Paid on 


Reinvested 


Operation 

Net 

Net 

Common 

Common 


in 


at 

Sales 

Earnings 

Stock* 

Stock 


Business 


Year End 

1963 $ 75,250,239 

$ 100,154 

$0.15 

$0.05 


$ 68,055 


181 

1964 81,005,823 

328,341 

0.51 

0.00 


328,341 


180 

1965 84,751,164 

700,790 

1.08 

0.00 


700,790 


185 

1966 85,983,168 

443,604 

0.68 

0.00 


443,604 


191 

1967 94,216,962 

676,791 

1.03 

0.00 


676,791 


192 

1968 101,734,019 

492,086 

0.75 

0.00 


492,086 


187 

1969 119,644,384 

1,023,495 

1.53 

0.05 


990,445 


176 

1970 132,441,009 

1,088,414 

1.64 

0.20 


955,782 


175 

1971 136,518,508 

1,142,517 

1.65 

0.20 


1,009,190 


170 

1972 140,988,830 

fBefore extraordinary loss 

210,394t 

0.311 

0.20 


75,935 


166 

•Based on average shares and equivalents outstanding during each year 
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To Our Stockholders 



Fred Neisner, Chairman of the Board, and 
Melvin B. Neisner, President. 


We have just completed a really dis¬ 
appointing year. Sales and profit levels 
were considerably below plan although 
we did achieve record sales of $140,- 
988,830. Gross profit margins, held 
down in part by government controls, 
were low enough to reduce our net 
profit after taxes to $210,394 before 
non-recurring loss in spite of fairly good 
control over expenses. Our prices are 
still under pressure from competition 
which is enough, without the imposition 
of government directives. 

The pattern of sales since late Fall is 
encouraging although it came too late 
to help the year’s results. 

Earnings per common share after taxes 
before non-recurring loss dropped from 


$1.65 in 1971 fiscal year to $0.31 last 
year. Both figures have been computed 
according to current accounting princi¬ 
ples, as outlined elsewhere in this 
report. 

Hurricane Agnes took its toll on our 
Company along with so many others 
last June. Our BIG N Stores in Williams¬ 
port and Lock Haven, Pennsylvania, 
both had over six feet of water through¬ 
out, suffering almost complete mer¬ 
chandise loss and being out of busi¬ 
ness for over two months. The BIG N in 
Wellsville, New York, had up to two feet 
of water and considerable merchandise 
loss, plus being closed forseven weeks. 
A non-recurring loss of $593,239 re¬ 
sulted after deducting income tax bene¬ 
fits of $755,000. Our many devoted em¬ 
ployees who spent untold extra hours 
under the dirtiest of conditions deserve 
our thanks again. 

Dividend payments totaled twenty cents 
per share at a rate of five cents per 
quarter. Future dividends will require 
intense scrutiny of current profitability. 


BIG N Store Volume 
Percent of Total Sales 
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tBefore extraordinary loss 


■ Junior Department Stores 

■ BIG N Department Stores 
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Average net sales volume per store 
rose again from $800,000 to a new 
record level of $842,000. This reflects 
the closing of small stores being re¬ 
placed by much larger ones. Our aver¬ 
age sales per store should exceed one 
million dollars within a few years. 

Net sales of the BIG N Division totaled 
$75,000,000 or 53.25% of our total. 
Restaurant sales totaled approximately 
seven million dollars. 

Our importing of merchandise from the 
Far East continues to grow at a rapid 
pace. Several members of our buying 
staff make trips with Jack Miller, our im¬ 
port buyer, who has recently been des¬ 
ignated as a Divisional Merchandise 
Manager. There seem to be increasing 
opportunities in this program, and we 
are already encouraged by its success 
during the past year. 


Shrinkage, the loss of dollars and mer¬ 
chandise, is still a major challenge to 
the Company. Our losses from this 
stealing by employees and customers 
rose by several hundred thousand dol¬ 
lars compared to 1971, after a similar 
rise over 1970. We are reviewing vari¬ 
ous programs including use of ex¬ 
panded electronic devices, more un¬ 
dercover personnel, alarm systems, 
parcel checking, and the like. We are 
very much concerned with shrinkage, 
although our percentage of loss ratio to 
sales is not out of line with the experi¬ 
ence of other retailers. 


The loyalty of our Company people is 
one of our greatest assets. New job 
openings at every level will always be 
filled primarily from within the organiza¬ 
tion, although we must often go else¬ 
where for specialized experience. 
Again, we thank our many loyal sup¬ 
pliers for their enthusiastic cooperation 
with us during another hectic year. 



Fred Neisner, 
Chairman of the Board 


Melvin B. Neisner, 
President 


Quarterly Summary 1972 

(Before extraordinary loss and income taxes) 


12 weeks ending April 22, 1972 . $ 4,218t 

12 weeks ending July 15, 1972 . 873,923t 

12 weeks ending October 7, 1972 . 182,027 

16 weeks ending January 27, 1973 . 1,026,508 


52 weeks ending January 27, 1973 . $ 330,394 


tlndicates red figure 
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Salute To Fred Neisner 



This year’s letter to our stockholders 
will be the last one to be signed by Fred 
Neisner as Chairman of the Board. After 
17 years in that position, he will be re¬ 
tiring on April 1, 1973, shortly after his 
64th birthday. Fred Neisner, son of 
Joseph M. Neisner, one of the co¬ 
founders of the Company, began his 
career in 1931 as a Stockman in a Neis¬ 
ner store in Minneapolis, Minnesota. At 
that time, the Company had 79 stores 
located mainly in New York, Illinois, 
Michigan, and Ohio, and the annual 
sales volume was approximately $16 
million. He then worked in stores in St. 
Louis, Detroit, Wilkes-Barre, and Buf¬ 
falo and, in 1934, came into the Main 
Office. In 1935, he became a Vice Presi¬ 
dent and Director and worked in the 
Buying and Real Estate Departments 
until 1942 when he became President 
upon the death of his Father. By this 
time, the Company had grown to 117 
stores and total sales were $33 million. 
Expansion came rapidly after World 


War II and, by 1956 when Fred Neisner 
became Chairman of the Board, there 
were 142 stores generating sales of 
$69 million. During this time, the Com¬ 
pany had expanded out of the East and 
Midwest and begun to open stores in 
Florida and Texas. Now, upon his re¬ 
tirement, the Company has grown to 
131 Neisner Junior Department Stores, 
34 Big N Department Stores, sales of 
$140 million, a modern 400,000 square- 
foot Distribution Center, a large New 
York Buying Office, a sporting goods 
subsidiary—Mathews and Boucher, and 
over 6,500 employees located in 15 
states and the District of Columbia. 
There was very little that happened at 
Neisner's in the last 42 years that Fred 
Neisner was not a part of, and the Com¬ 
pany and its employees express their 
deep gratitude for the many years of 
service and leadership he has given to 
them. We are glad that he will remain as 
an active member of the Board of Di¬ 
rectors. 


A recent article in the NEISNER RE¬ 
PORTER, the publication for employees 
throughout our chain, seems most ap¬ 
propriate to quote: “Fred Neisner has 
always been a quiet man and, true to 
form, he is making his leave-taking as 
Chairman of the Board quietly and with 
easy grace just as he has come and 
gone daily. Unpretentious by nature but 
kind and a friend to employees at every 
level, he is nonetheless firm in his con¬ 
victions and respected by all who know 
him. He is synonymous with the Com¬ 
pany in the minds and hearts of all. We 
are grateful for the many fine policies 
and benefits initiated during his tenures 
of office, first as Vice President and Di¬ 
rector in 1935, then as President in 
1942, and finally as Chairman of the 
Board in 1956. But most of all we are 
grateful for the privilege of knowing 
this quiet man who personifies kindness 
and caring, the same quiet qualities 
which endeared his father, Joseph M. 
Neisner, to all who knew him.” 
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Review Of Operations 


Personnel 

We continue to make important re¬ 
placements at high levels of Company 
Management. Donald Hayden has be¬ 
come Manager of our Distribution Cen¬ 
ter upon the retirement of Ray Neary, 
and Victor Raycroft, Jr., of his staff has 
succeeded retired Roger Avery as Traf¬ 
fic Manager. 

Joseph J. De Nicola joined the Com¬ 
pany’s Department Store Division as its 
Director in January and has since been 
elected a Vice President. His extensive 
experience in discounting and with 
other retailers fills a real need in our 
organization. 

Fred Neisner has taken early retirement 
at the end of March, 1973, and has been 
succeeded as Chairman of the Board 
by Melvin B. Neisner, Company Presi¬ 
dent . 

Robert A. Hurwich, an attorney and 
grandson of one of the founders, J. M. 
Neisner, was elected to our Board of 
Directors on March 13, 1973. 

Our Twenty-Five Year Club now has a 
total membership of 426 loyal em¬ 
ployees. A photograph of the inductees 
of October, 1972, is elsewhere in this 
report taken after the party at the Iron- 
dequoit Country Club in Rochester. 

Inventories 

One of our major efforts in the future 
will be directed at better control of in¬ 
ventory and resulting turnover. Our ap¬ 
parent high inventory in 1972 may be 
excused in part by the change in fiscal 
year, resulting in taking of inventory 
four weeks later than in the past. The 
comparison of inventory levels found 
elsewhere in this report is versus the 
1971 fiscal year which ended in Decem¬ 
ber. A direct comparison of January 27, 
1973, with our unaudited figure at the 
same time in January, 1972, shows an 


actually lower total. A new control pro¬ 
gram plus a new computer program 
give assurance that real improvement 
is to be attained. We should have earlier 
and more accurate figures when we 
complete conversion to our third gener¬ 
ation computer during the next few 
months. 

Expansion 

We were only able to open two Neisner 
Junior Department Stores because that 
was all that numerous landlords could 
produce. A small store on Key Largo, 
Florida (16,000 square feet) in March 
and a larger prototype one in Lowville, 
New York (46,000 square feet) in No¬ 
vember represented our smallest ex¬ 
pansion in about ten years. Nine older 
stores were updated by fixture installa¬ 
tions and two stores were enlarged. 


The year 1973 will see the opening of 
three BIG N Stores in New York State 
and another Neisner Junior Department 
Store of 35,000 square feet in Hudson, 
Florida. Our Big N in Stroudsburg, 
Pennsylvania, is being enlarged by 40 
percent to 75,000 square feet and 
should be completed by early Summer. 

An 80,000 square foot facility in Roch¬ 
ester was leased recently to relieve 
pressure on our Distribution Center by 
handling of bulk items. Reduced han¬ 
dling and freight costs will result. 

Capital expenditures for the year totaled 
$1,541,000, most of it due to expansion 
and modernizing of the Main Office, 
numerous burglar alarms and tele¬ 
phone systems in larger stores, cash 
register replacements, air-conditioning 
and heating equipment, and other 



The disastrous effect of Hurricane Agnes is portrayed dramatically above. Less than 
three months later, all three damaged stores, restocked and refixtured, were back in 
business. 
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moves toward better service and ef¬ 
ficiency. Our expansion plans for fiscal 
1973 will probably require expenditures 
in the area of $1,800,000 according to 
present estimates. 

Store Closings 

Closing of five stores during the past 
year is important in our plan for im¬ 
proved profitability. Many of the stores 
closed in recent years have continuing 
leases, but we justify discontinuance of 
operations in reduction of Company 
costs. It is possible that up to ten stores 
may close by year-end and, although 
we lose considerable sales volume, we 
shall make better use of trained person¬ 
nel as well as some fixtures and inven¬ 
tory. 

The total of our stores in operation will 
continue to decrease as large new BIG 
N’s replace older small units. 

Acquisitions 

We continue to look into any opportu¬ 
nities that may be presented to us— 
without being really aggressive. Many 
inquiries come to us, but we consider 
carefully only those that may be truly 
compatible with the areas in which we 
currently operate. Wholesalers and re¬ 
tailers of the types of merchandise we 
normally carry are obviously the kind of 
thing we must look for and we show 
careful interest in such submissions. 

Mathews and Boucher, Inc., the sport¬ 


ing goods subsidiary acquired in late 
1971, is making substantial progress. 
It not only services our BIG N stores but 
also a number of big-name regional 
and national retail accounts. 

Quarterly Earnings 

On page three, we show for the first 
time our quarterly unaudited pre-tax 
earnings. Prior to this report, many 
analysts and stockholders have re¬ 
quested this information and for obvi¬ 
ous good reason, and we plan to issue 
such data in regular news releases to 


the major media. 

It should be remembered that retail 
sales and profits may be slightly af¬ 
fected by seasonal calender dates 
(Easter, etc.) but our new (1972) calen¬ 
dar change was made in an effort to 
minimize these “swings.” Our 1973 
comparisons of sales volume and profit 
results to be reported quarterly should 
be reasonably accurate, although not 
audited except at year end, and always 
subject to year-end audit based upon 
physical inventory and other tests. 



The store at Lowville, New York is now equipped with an Easy-Way Home Improvement 
Center, prototype of more to follow in the BIG N program. 



The number of employees with loyal longevity grows each year as witnessed by this 
group at the annual celebration of the Twenty-Five Year Club in October, 1972. 
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Mathews And Boucher, Inc. 

Eighteen months ago in November, 
1971, Neisner Brothers completed an 
important acquisition — one that has 
proven to be the result of very sound 
judgment. Last year’s annual report ex¬ 
plained how Mathews and Boucher, 
Inc., one of Rochester's oldest com¬ 
panies, became a subsidiary. 

After a full year of operation under the 
new arrangement, the wisdom of this 
decision is readily apparent. Sales of 
Mathews and Boucher, Inc. doubled in 
our first year of ownership; the profit 
generated by the subsidiary contributed 
substantially during a year in which our 
profits were generally lower due to un¬ 
usual factors reported in the Letter to 
Stockholders. 

As a major distributor of sporting 
goods, Mathews and Boucher, Inc. con¬ 
centrates on the northeastern section of 
the nation with its burgeoning popula¬ 
tion. People in this area are now finding 
it easier than ever to travel via the inter¬ 
state highway system in pursuit of out¬ 
door recreational activity. Accordingly, 
they are investing in all kinds of para¬ 
phernalia which enables them to do so. 
Tents and camping gear, hunting and 
fishing equipment, small boats and 
canoes—all are experiencing a market¬ 
ing growth rate at a rapid pace. 

The addition of the Mathews and 
Boucher lines has enabled us to offer a 
much greater variety of merchandise in 
our BIG N leisure-time departments. 
Recently, the subsidiary has become 
exclusive distributor in New York State 
for a line of aluminum canoes. Our 
Florida stores will soon carry a com¬ 
plete selection of salt-water fishing 
tackle as well as other desirable marine 
supplies and scuba gear. 

But Mathews and Boucher selling activ¬ 
ity is not just confined to internal Neis¬ 
ner outlets. The subsidiary generated 
important additional revenues during 
the past year through sales to other 
major retailers. Some of the nation’s 
largest mass merchandisers now stock 
a variety of leisure-time merchandise 
distributed by Mathews and Boucher, 
Inc. 

Judging by the momentum established 
in 1972, we look for continued expan¬ 
sion of this key phase of our opera¬ 
tions in the year ahead. 



Donald J. Libera, Managing Director, and Richard H. Howk, General Manager, discuss 
new lines of boating and fishing merchandise in the Mathews & Boucher showroom. 
Many varieties of recreational equipment are distributed by the new subsidiary which 
enjoyed excellent growth in 1972. 
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Joseph J. De Nicola joined the Neisner 
organization in January as Store Opera¬ 
tions Director and was elected a Vice 
President in March. 


Officers 

Fred Neisner 
Chairman of the Board 
Melvin B. Neisner 
President 
Philip Cooper 
Vice President 
Joseph J. De Nicola 
Vice President 
R. C. Green 

Vice President and Treasurer 
Lee Hendricks 
Vice President 
Elmer G. Rogers 
Vice President 
Samuel S. Stern 
Vice President 
Lewis J. Neisner 
Secretary 
Richard C. Harris 
Assistant Treasurer 


Directors 

Fred Neisner* 

Melvin B. Neisner* 

Philip Cooper* 

Dr. Eugene H. Fram 
Professor of Marketing 
Director, Center for Management 
Study 

Rochester Institute of Technology 
Marketing and Management 
Development Consultant 
J. Wallace Ely* 

President 

Security New York State Corporation 
President 

Security Trust Company of Rochester 
R. C. Green 
Allen W. Mathis, Jr. 

President 

The Kershaw Company 
Montgomery, Alabama 
Director 

The Fleming Company, Inc. 

Topeka, Kansas 
Director 

Samsonite Corporation 
Denver, Colorado 

* Executive Committee 


Executive and Buying Offices: 

49 East Avenue 
Rochester, New York 14604 

New York Buying Office: 

309 W. 37th Street 
New York, New York 10018 

Distribution Center: 

3131 Winton Road South 
Rochester, New York 14623 

District Offices: 

1723 W. Howard Street 
Evanston, Illinois 60202 

3343 Harlem Road 
Buffalo, New York 14225 

17070 Collins Avenue 
N. Miami Beach, Florida 33160 

1879 Altamont Avenue 
Schenectady, New York 12303 

855 Portland Way N. 

Galion, Ohio 44833 

Mathews and Boucher, Inc.: 

1950 Brighton-Henrietta Town Line Rd. 
Rochester, New York 14623 

Andrew Lewis Distributing Corp.: 

49 East Avenue 
Rochester, New York 14604 


Management Committee 

Fred Neisner 
Melvin B. Neisner 
Philip Cooper 
Joseph J. De Nicola 
R. C. Green 
Lee Hendricks 
Melvin Marx 
Lewis J. Neisner 
Elmer G. Rogers 
Samuel S. Stern 
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Consolidated Statement Of 
Operations And Retained Earnings 


52 weeks ended January 27,1973 and January 1,1972 
(Note 2) 


Revenues: 

1972 

1971 

Net sales . 

Income from leased departments. 

Other income. 

. 1,462,620 

$136,518,508 

1,406,317 

15,577 


142,469,506 

137,940,402 

Costs and operating expenses: 



Cost of merchandise sold, buying and occupancy costs, 

exclusive of depreciation and amortization. 

Selling, general and administrative expenses. 

Depreciation and amortization . 

Interest expense. 

. 104,981,846 

. 34,743,902 

. 1,328,060 

. 1,085,304 

99,706,540 
33,593,062 
1,363,940 
956,343 


142,139,112 

135,619,885 

Net earnings before provision for income taxes and extraordinary item. 

Federal and state income taxes (note 5). 

. 330,394 

. 120,000 

2,320,517 

1,178,000 

Net earnings before extraordinary item. 

Extraordinary item (note 10). 

. 210,394 

. (593,239) 

1,142,517 

Net earnings (loss) . 

. (382,845) 

1,142,517 

Retained earnings: 



Balance at beginning of period (note 2). 

Less dividends paid, $.20 per share of common stock. 

. 20,703,401 

. 134,459 

20,379,545 

133,327 

Balance at end of period. 

. $ 20,186,097 

$ 21,388,735 

Net earnings per common share and common share equivalent: 

Net earnings before extraordinary item. 

Extraordinary item. 

. $ .31 

. (.87) 

$ 1.65 

Net earnings (loss) per share. 

. $ (.56) 

$ 1.65 


See accompanying notes to consolidated financial statements. 
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Consolidated Balance Sheet 


January 27,1973 and January 1,1972 
(Note 2) 


Assets 

Current assets: 

Cash in banks and on hand. 

Accounts and notes receivable: 

Trade .. 

Other .. 

Less allowance for doubtful receivables. 

Net accounts receivable . 

Refundable income taxes (notes 5 and 10). 

Merchandise inventories. 

Prepaid insurance and other expenses . 

Future Federal and State tax benefits (current) (note 2) 

Total current assets. 


Property, plant and equipment: 

At cost less accumulated depreciation and amortization (note 3) 


Other assets: 

Cash surrender value of life insurance (note 4) 

Advances to landlords and agents. 

Future Federal and State tax benefits (note 2) . 
Other . 

Total other assets. 


Jan. 27,1973 

Jan. 1,1972 

$ 2,484,586 

$ 4,555,822 

195,263 

126,205 

180,613 

188,899 

321,468 

17,500 

369,512 

17,500 

303,968 

352,012 

576,000 

30,440,441 

607,540 

68,500 

26,669,333 

436,568 

34,481,035 

32,013,735 


13,163,098 

12,863,284 

134,081 

101,081 

373,975 

430,420 

548,000 

— 

223,354 

288,696 

1,279,410 

820,197 

$48,923,543 

$45,697,216 


See accompanying notes to consolidated financial statements. 
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Liabilities and Stockholders’ Equity 
Current liabilities: 

Current installments of long-term debt (note 4) 

Accounts payable—trade. 

Accounts payable—other. 

Accrued expenses. 

Accrued Federal and state taxes (note 5): 

Current . 

Deferred . 

Total current liabilities. 

Long-term debt (note 4). 

Deferred taxes on income (note 5) . 


Stockholders’ equity: 

Preferred stock, par value $20 per share: 

Authorized 500,000 shares; issued and outstanding—none . 

Common stock, par value $1 per share: 

Authorized 5,000,000 shares; 679,298 shares issued, 672,319 shares at 

January 1,1972 (notes 6, 7 and 8). 

Additional paid-in capital (note 6). 

Retained earnings (note 4). 

Less cost of 1,596 common shares in treasury, 1,584 shares at January 1, 1972 
Total stockholders’ equity. 

Commitments and contingent liabilities (notes 11 and 12) 


Jan. 27,1973 

Jan. 1,1972 

$ 528,241 

15,079,226 
233,565 
3,201,112 

$ 527,361 

9,697,065 
164,646 
3,195,846 

21,000 

788,508 

37,000 

19,063,144 

14,410,426 

7,034,524 

7,563,998 

774,000 

543,000 


679,298 

672,319 

1,216,529 

1,148,562 

20,186,097 

21,388,735 

22,081,924 

23,209,616 

(30,049) 

(29,824) 

22,051,875 

23,179,792 

$48,923,543 

$45,697,216 
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Statement Of Changes In Financial Position 

52 weeks ended January 27,1973 and January 1,1972 
(Note 2) 


Working capital provided by: 

Net earnings before extraordinary item . 

Add—charges against income not requiring funds: 

Depreciation and amortization of buildings, equipment, leaseholds, 

and leasehold improvements. 

Federal and state income tax benefits, less current portions. 

Deferred taxes on income, less current portion. 

Net loss (gain) on sale of equipment. 

Working capital provided from operations for the period exclusive of 

extraordinary item . 

Extraordinary item (note 10). 

Working capital provided from operations. 

Proceeds from sale of common stock. 

Decrease in other assets. 

Decrease in advances to landlords and agents. 

Proceeds from sale of equipment. 

Proceeds from long-term financing. 

Total working capital provided. 

Working capital used for: 

Expenditures for property, plant and equipment . 

Investment in land and building of Mathews and Boucher, Inc. 

Increase in cash surrender value of life insurance. 

Dividends . 

Purchase of treasury stock. 

Reduction of long-term indebtedness . 

Increase in advances to landlords and agents. 

Increase in other assets . 

Total working capital used . 

Decrease in working capital . 

Changes in working capital: 

Increase (decrease) in current assets: 

Cash . 

Accounts and notes receivable. 

Refundable income taxes. 

Merchandise inventories. 

Prepaid insurance and other expense . 

Future Federal and State tax benefits (current). 


Increase (decrease) in current liabilities: 
Current installments of long-term debt . 

Accounts payable—trade. 

Accounts payable—other. 

Accrued expenses. 

Accrued Federal and state taxes. 


Decrease in working capital 


1972 

1971 

$ 210,394 

$1,142,517 


1,328,060 

1,363,940 

122,500 

— 

221,000 

253,000 

27,695 

(2,546) 

1,909,649 

2,756,911 

(593,239) 

— 

1,316,410 

2,756,911 

74,946 

76,572 

77,574 

— 

55,368 

— 

129,926 

32,963 

— 

564,359 

1,654,224 

3,430,805 


1,541,263 

1,850,235 

— 

667,297 

25,600 

44,001 

134,459 

133,327 

225 

21,298 

528,241 

527,361 

— 

250,976 

— 

71,073 

2,229,788 

3,565,568 

$ (575,564) 

$ (134,763) 


(603,071) 

(1,104,511) 

(2,224) 

(360,395) 

576,000 

— 

(3,743,651) 

4,745,294 

11,202 

(128,235) 

(6,000) 

— 

(3,767,744) 

3,152,153 

814 

54,361 

(2,568,988) 

3,110,948 

(3,656) 

(38,361) 

127,603 

139,112 

(747,953) 

20,856 

(3,192,180) 

3,286,916 

$ (575,564) 

$ (134,763) 


See accompanying notes to consolidated financial statements. 
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Notes To Consolidated Financial Statements 


January 27,1973 and January 1,1972 


(1) Summary of Significant Accounting Policies 

The accounting policies employed by Neisner Brothers, Inc. and Subsidiaries are consistent with generally accepted 
accounting principles. In those instances in which more than one generally accepted accounting principle can be 
applied, the Company has adopted the accounting principle that it believes most accurately and fairly reflects the 
situation, as described in the following paragraphs. 

Definition of Fiscal Year 

The Company’s fiscal year ends on the last Saturday in January. Fiscal year 1972 ended January 27, 1973; fiscal year 
1971 ended January 1,1972. Each year comprised 52 weeks. A change in fiscal year was authorized by the Board of 
Directors and is more fully explained in note (2) to the consolidated financial statements. 

Principles of Consolidation and Related Matters 

The accompanying financial statements reflect the accounts of Neisner Brothers, Inc. and its wholly-owned subsid¬ 
iaries, Andrew Lewis Distributing Corp. and Mathews and Boucher, Inc. All significant inter-company transactions 
and accounts are eliminated. 

All of the outstanding common stock of Mathews and Boucher, Inc. a wholesale sporting goods distributor, was pur¬ 
chased at November 18,1971 for approximately $128,000, the net book value of its assets at that date. The acquisition 
was accounted for as a purchase. The accompanying financial statements reflect the operations of Mathews and 
Boucher, Inc. from November 19, 1971. Had the purchase transaction been made on January 3, 1971, it would not 
have had a significant effect on the consolidated operations as reported for 1971. 

Accounts Receivable 

Substantially all of the customer receivables of Neisner Brothers, Inc. are sold, without recourse, to a bank which 
charges a monthly discount on the face value of receivables as purchased. 

Other receivables of the Company and its subsidiaries, are written off if the balance is more than twelve months delin¬ 
quent, or if it is otherwise determined that the debtor is unable to pay. 

Inventories 

The merchandise inventories at the stores are stated at the lower of cost or market, as determined by the retail inven¬ 
tory method. Inventories at the Distribution Center are stated at current replacement cost. Inventories at Mathews and 
Boucher, Inc. and restaurant inventories are stated at cost as applied on the first-in, first-out method. 

The Company has approval from a group of vendors to purchase merchandise from November 1 through February 
15 on a consignment arrangement. Accordingly such merchandise, located in the Distribution Center, is not reflected 
in the financial statements. 

Property, Plant and Equipment 

The Company uses the straight line method of computing depreciation for buildings, furniture and equipment, and 
amortization of leasehold improvements over the estimated useful lives of the assets or leases. Maintenance and re¬ 
pairs are charged to current operations as incurred, and renewals and betterments are capitalized. 

Income Taxes 

In addition to charging income for taxes actually paid or payable, the provision for income taxes reflects deferred in¬ 
come taxes resulting from timing differences between financial and tax reporting. Investment tax credits are recog¬ 
nized in the year the related assets are placed in service. 

Earnings Per Share 

Earnings (loss) per share is calculated by dividing the respective amounts by the average number of common shares 
and common share equivalents outstanding during the year (678,704 shares in 1972 and 691,252 in 1971). The com¬ 
mon share equivalents are represented by stock purchase warrants and options. 

Store Expenses 

Expenses associated with the opening of new stores are written off within the year of the store opening. Advertising 
and other marketing and promotional programs are also charged to expense in the year in which the costs are in¬ 
curred. 
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Notes Continued 


(2) Change of Fiscal Year 

On January 17,1972, the Board of Directors authorized a change from a 52-53 week fiscal year ending on the Satur¬ 
day nearest December 31, to a 52-53 week fiscal year ending on the last Saturday in January. The results of opera¬ 
tions forthe transition period January 2,1972 through January 29,1972 were applied directly to retained earnings: 


Revenues . $ 6,658,823 

Net loss . (685,334) 

Retained earnings, January 1, 1972 . 21,388,735 

Retained earnings, January 29, 1972 . $20,703,401 


An operating loss was reported in the Federal income tax return for the four weeks ended January 29, 1972 which 
created a future income tax reduction estimated at $745,000. This reduction has been reflected in the results of 
operations forthe four weeks ended January 29,1972, and is expected to be recovered by application of the tax loss 
against taxable income in the succeeding ten years. 

(3) Property, Plant and Equipment 

A summary of the cost of property, plant and equipment and related accumulated depreciation and amortization 


follows: 

Depreciable life 

January 27, 
1973 

January 1, 
1972 

Buildings . 

Furniture, fixtures and equipment. 

Leasehold improvements. 


$ 1,048,931 
1,341,702 
22,098,067 
6,438,386 

$ 1,048,931 
1,312,473 
21,455,405 
6,368,229 

Accumulated depreciation and amortization. 


30,927,086 

17,763,988 

30,185,038 

17,321,754 

Net property, plant and equipment . 


$13,163,098 

$12,863,284 

(4) Long-Term Debt 

The long-term debt at January 27, 1973 is summarized as follows: 

Long-term 

portion 

Current 

portion 

Total 

7Vi % Series A notes; $250,000 due annually on November 1, through 1982, 

$1,000,000 due November 1, 1983 . 

7V2 % Series B notes; $115,500 due annually on November 1 through 1983, 

$498,500 due November 1, 1984 . 

7V2 % Series C notes; $107,500 due annually on November 1 through 1984, 

$495,000 due November 1, 1985 . 

5V2% First Mortgage note due in monthly installments through 1981. 

8% Promissory note; $40,000 due annually on November 18 through 1981. 

$3,250,000 

1.653.500 

1.677.500 
133,524 
320,000 

$250,000 

115.500 

107.500 
15,241 
40,000 

$3,500,000 

1,769,000 

1,785,000 

148,765 

360,000 


$7,034,524 

$528,241 

$7,562,765 


In addition to the stated interest rate of IVz %, the Series B and Series C notes provide for additional contingent 
interest based on consolidated net income before taxes. The total interest rate on these notes cannot exceed 10% 
in any one year. 

The loan agreement pertaining to the Series A, B and C notes contains various restrictions. Among other things the 
Company must maintain a minimum working capital of $9,000,000 and may not lease real or personal property, in 
excess of a stipulated amount. In addition, dividend payments are restricted under the agreement to 75% of consoli¬ 
dated net income exclusive of extraordinary items for periods subsequent to December 31, 1970. At January 27, 
1973, approximately $747,000 is available for dividend distribution. 

During July, 1970 the Company obtained loans from several insurance companies against the cash surrender value 
of life insurance policies. Since it is not anticipated that these loans will be repaid from any source other than the 
proceeds of these policies, the obligations relating to these loans totaling $775,920 have been reflected in the accom¬ 
panying balance sheet as a reduction in the “Cash surrender value of life insurance”. 

The Company purchased the land and buildings occupied by Mathews and Boucher, Inc. by assuming the first mort¬ 
gage note on the property from the former owner and by issuing a promissory note secured by a second mortgage on 
that property. 

(5) Income Taxes 

The Company has followed the practice of reducing current income tax expense by the investment tax credit allow¬ 
able within the year. Such investment tax credit amounted to $110,420 in 1972 and $58,000 in 1971. 
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Notes Continued 


The provisions for Federal and state taxes include Federal and state refunds resulting from carrying back the current 
year’s net operating loss against prior year’s taxes paid of $356,500 in 1972, various Federal and state taxes due of 
$133,000 in 1972 and $888,000 in 1971 and deferred taxes on income, $343,500 in 1972 and $290,000 in 1971. 
Deferred taxes on income result from the recognition of the income tax effect of timing differences in reporting 
transactions for financial and tax purposes. Such timing differences relate primarily to depreciation, consulting pro¬ 
jects, and the loss recorded in the transition period associated with the change in fiscal year. 


(6) Common Stock and Additional Paid-In Capital 

Changes in common stock issued and additional paid-in capital are as follows: 


Balance at beginning of period. 

Add proceeds received on issuance of 6,979 shares of common stock 
to employees under Employees' Restricted Stock Purchase Plan 

(5,728 shares in 1971). 

Balance at end of period. 


1972 

Common stock Additional 

par value paid-in 

$1 per share capital 

$672,319 $1,148,562 


1971 


Common stock 
par value 
$1 per share 
$666,591 


Additional 

paid-in 

capital 

$1,077,718 


6,979 _ 67,967 

$679,298 $1,216,529 


5,728 _ 70,844 

$672,319 $1,148,562 


Warrants to purchase 53,333 shares of the Company's common stock at $12 per share were outstanding at January 
27, 1973 and January 1, 1972. These warrants are exercisable until November 1,1983. 


(7) Qualified Stock Option Plan 

The Company has in effect a qualified stock option plan for officers and key employees and has reserved 32,949 
shares of common stock for that purpose. Options are granted at not less than 100% of the fair market value of the 
common stock at the date of grant and are exercisable at any time after the first anniversary of the grant with respect 
to not more than V 3 of the shares, at any time after the second anniversary with respect to not more than an additional 
V 3 , and at any time after the third anniversary (but before the five year termination of the grant) with respect to the 
balance of the shares. 

Options to purchase 21,000 shares at a weighted average option price of $14.04 per share have been granted from 
July 29, 1969 through January 27, 1973 and were outstanding as of March 13, 1973. The comparable figures as of 
January 1,1972, were 22,500 shares at an average option price of $14.16 per share. No options granted under the 
plan had been exercised as of January 27, 1973. 

(8) Employees’ Stock Purchase Plan 

On April 10, 1970, the stockholders approved an Employees’ Stock Purchase Plan which granted to certain em¬ 
ployees the right to purchase not more than 20,000 shares of the Company’s common stock at 85% of the closing 
market price on the American Stock Exchange on specified purchase dates. The Plan expires on June 16,1973. As of 
January 27,1973 there remains a balance of 3,862 shares available under the Plan. 


(9) Pension Plan 

The Company has a contributory pension plan covering all regularly employed persons. Employees are eligible for 
participation in the plan upon reaching the age of 30 and upon completing five years’ service with the Company. The 
total pension expense for the year was $200,000 ($161,000 in 1971). It is the policy of the Company to fund pension 
costs accrued. There were no unfunded vested benefits as of the most recent valuation date. 

During 1972 changes in the funding medium and the insurance contract were made which necessitated a change in 
the actuarial valuation method from the Unit Credit Cost method to the Entry Age Normal method and a change in the 
actuarial interest rate assumption from 51 / 2 % to 6%. It is estimated that the 1972 pension expense amounting to 
$200,000 is comparable to the pension expense which would have been incurred under the former actuarial assump¬ 
tions. 


(10) Extraordinary Item—Flood Loss 

During the summer of 1972, substantial losses were incurred by the Company due to severe flooding conditions ex¬ 
perienced as a result of Hurricane Agnes. Several stores in New York and Pennsylvania were damaged and opera¬ 
tions were halted for a major part of the summer for three department stores. The factors considered in the extraordi¬ 
nary item were losses of inventory and equipment as well as expenses in the clean up operations. The loss resulting 
from the storm amounted to $1,348,239 prior to deduction of applicable income tax benefits of $755,000. For tax pur- 

15 
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tax purposes, a portion of this loss was carried back to 1969 and a tax refund of $538,000 has been received. The 
balance of the loss was carried back to 1970 and the tax refund thereon is included in receivable income taxes on the 
balance sheet as of January 27,1973. 

(11) Lease Commitments and Contingent Liability 

The Company conducts the major part of its operations from premises leased under noncancelable leases. In addi¬ 
tion, the Company leases certain fixtures and equipment under leases which are noncancelable. Minimum annual 
rentals relating to such property under lease at January 27, 1973 amounted to $9,828,352. Also, some leases require 
the Company to pay additional rentals based on sales and to pay such costs as real estate taxes, insurance, repairs 
and parking lot maintenance. Scheduled minimum rentals and expiration of leases in effect at January 27, 1973 are 
as follows: 


Year of expiration 
1973-1977 
1978-1982 
1983-1987 
1988-1992 
Thereafter 


Applicable minimum rentals 
$1,746,075 
2,210,400 
2,059,155 
1,346,480 
2,466,242 
$9,828,352 


Under an agreement, the Company sells all of its central credit plan receivables from customers on a discount basis. 
In the event this agreement is terminated, the Company could be required to repurchase the then outstanding receiv¬ 
ables. Such receivables amounted to approximately $3,300,000 at January 27,1973 and $3,100,000 at January 1,1972. 


(12) Economic Stabilization Act 

The Company and its subsidiaries are subject to the Economic Stabilization Act of 1970, and on December 22, 1972 
the Price Commission issued an Order asserting that the Company and one subsidiary were in violation of the Price 
Commission regulations during the period of January 2,1972 through July 15, 1972. The Order directs the Company 
to make certain price reductions so as to return to the consumer revenues improperly obtained. The requirements of 
the Order are in addition to and not to the exclusion of other remedies available under the Act, regulations or other 
Federal laws. Management of the Company does not acknowledge a violation and intends to vigorously contest the 
Order. Since it is not possible to determine the ultimate outcome or the amount of excess revenues, if any, no provi¬ 
sion has been made in the accounts for future price reductions, fines, or penalties. 


Accountants’ Report 

The Board of Directors 
Neisner Brothers, Inc.: 

We have examined the consolidated balance sheet of Neisner Brothers, Inc. and subsidiaries as of January 27, 1973 
and January 1, 1972 and the related consolidated statements of operations and retained earnings and changes in 
financial position for the 52 week periods then ended. Our examination was made in accordance with generally ac¬ 
cepted auditing standards, and accordingly included such tests of the accounting records and such other auditing 
procedures as we considered necessary in the circumstances. 

As set forth in note 12 to the consolidated financial statements, no provision has been made in the accompanying 
financial statements for possible remedies that may be imposed by the Cost of Living Council under the Economic 
Stabilization Program. 

In our opinion, subject to such adjustment, if any, as may result from the outcome of the matter described in the pre¬ 
ceding paragraph, the aforementioned financial statements present fairly the financial position of Neisner Brothers, 
Inc. and subsidiaries at January 27,1973 and January 1,1972 and the results of their operations and changes in finan¬ 
cial position for the 52 week periods then ended, in conformity with generally accepted accounting principles applied 
on a consistent basis. 


Rochester, New York 
March 27,1973 
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Quality Lewis Brand Products 


v 


Men’s slacks,a baseball 
glove, two varieties of 
shave cream and a cooling 
fan are typical of a 
number of new items added 
to the Lewis Brand lines 
in the past year. 


The Lewis Brand family of merchandise 
enjoyed another banner year of sales in 
1972. Several dozen items were added 
to the line including those shown in the 
photograph. Baseball gloves, imported 
from the Orient, were a particularly 
strong seller. Dollar sales figures of 
Lewis Brand merchandise reached 
$13.2 million, almost ten per cent of the 
Company’s net sales. 

Private label merchandise offers the 
principal advantages of excellent qual¬ 
ity control. Independent test labora¬ 
tories are commissioned to perform ex¬ 
acting studies which are supplemented 
by rigid inspection by our major ven¬ 
dors and our own buyers. 

To assure continuity of identity, pack¬ 
aging and labeling are designed by our 
internal staff. As a result, the consumer 
finds that he can rely on the quality of 
Lewis Brand merchandise, and each 
new item added to the line benefits 
from the promotional momentum al¬ 
ready established. 

Just as in the past few years, we expect 
to add more Lewis Brand items in 1973 
so that this phase of the Company’s 
merchandising program will keep pace 
with our overall growth and success. 



Stationery 
Electrical devices 
School supplies 
Ballpoint pens 
Baseball gloves 
Batteries 
Light bulbs 
Men’s sport coats 
Men’s dress shirts 
Men’s pocket tee shirts 
Men’s underwear 
Men’s pajamas 
Men’s jackets 
Men’s double knit slacks 
Men’s sport shirts 
Youths’ jeans 
Assorted jean patches 
Picture hangers 
Paint brushes 
Paint rollers and trays 
Spray enamel 
Garden tools 
Lawnmowers 



Disposable diapers 
Infant sheets 
Infant underwear 
Receiving blankets 
Bibs 

Crib cases 
Boxed gift sets 
Blanket sleepers 
Diaper bags 

Knit sacques and gowns 




Hosiery 
Jr. Boys’ briefs 
Boys’ tee shirts 
Boys’ handkerchiefs 
Boys’ dress shirts 
Boys’ sport shirts 
Boys’ denim jeans 



Candles 

Buffered aspirin 

Vitamins 

Insoles 

Toothpaste 

Toothbrushes 

Kiddy sunglasses 

Shoelaces 

Baby powder 

Shampoo 

Shave cream— 

Regular and Menthol 
Swabs 

Plastic strips (Bandaids) 
Cosmetic puffs 
Packaged combs 
Packaged brushes 
Cassettes 

Magnetic photo albums 
Lamp shades 
Potting soil 
Christmas tree bulbs 
Christmas tree light sets 
Floor fans 
Window fans 
Oscillating fans 
Bows 
Giftwrap 



Facial tissue 

Hair spray 

Bobby pins 

Cosmetic bags 

Make up mirrors 

Bathroom tissue 

Sanitary goods 

Women’s bras and girdles 

Women’s panties 

Panty hose and nylons 

Shower caps 

Shower curtains 

Knitting worsted and yarns 

Sewing notions 

Elastic products 

Boxed cherries 

Ladies’ sportswear 

Girls’ and women’s pajamas 

Household brush assortments 

Household gloves 

Wash cloths 

Dish towels 

Dish cloths 

Dishwashing detergent 
Vacuum cleaner bags 
Bedspreads 
Blankets 
Pillow cases 

Mattress pads and covers 
Pillow forms 
Shredded foam 



Girls' sportswear 






Store Locations 


Connecticut (2) 

Newington 
Myrtle Mills 
Unionville 
Myrtle Mills 

District of Columbia (1) 

Washington 

Florida (44) 

Apopka 
Arcadia 
Avon Park 
Brandon 
Brooksville 
Cape Coral 
Clermont 
Cutler Ridge 
Dade City 
DeLand 
Deltona 
Englewood 
Ft. Lauderdale (2) 
Gainesville 
Haines City 
Hallandale 
Homestead 
‘Hudson 
Key Largo 
Key West 
Lake City 
Marathon 
Miami (3) 

Miami Beach (4) 

Miramar 

New Port Richey 

Ocala 

Palatka 

Palmetto 

Pompano Beach (2) 

Port Charlotte 
St. Petersburg 
Stuart 

Tallahassee (2) 

Tampa (2) 


Illinois (11) 

Chicago (9) 

Crystal Lake 
Melrose Park 

Iowa (3) 

Burlington 

Newton 

Spencer 

Massachusetts (4) 

Boston 
Holyoke 
Pittsfield 
Pittsfield—BIG N 

Michigan (14) 

Detroit (9) 

Escanaba 

Hamtramck 

Lincoln Park 

Pontiac 

Wyandotte 

Minnesota (1) 

Rochester 

Missouri (1) 

St. Louis 

New Jersey (4) 

East Paterson 
Middletown 
Newton—BIG N 
Trenton 


New York (59) 

Albany 

Amsterdam—BIG N 

Auburn 

Avon 

Batavia—BIG N 
Brighton—BIG N 
Brockport—BIG N 
Buffalo (4) 

‘Buffalo—BIG N 
Chaffee-BIG N 
Cheektowaga—BIG N 
Dunkirk 
‘Gates—BIG N 
Geneseo—BIG N 
Geneva—BIG N 
Glens Falls 
Grand Island 
Greece—BIG N 
‘Greenwich—BIG N 
Hamburg—BIG N 
Hornell—BIG N 
Jamestown—BIG N 
Lewiston 
Little Falls 
Lockport 
Lowville 
Newark-BIG N 
Niagara Falls (2) 
Olean-BIGN 
Oneida—BIG N 
‘Palatine Bridge—BIG N 
Penn Yan 
Perinton 
Plattsburgh 
Plattsburgh—BIG N 
Port Chester 
Potsdam—Eastway 
Potsdam—BIG N 
Rochester (5) 

Rome (2) 

Rotterdam—BIG N 
‘Saratoga Springs—BIG N 
Schenectady—BIG N 
Staten Island 


Tonawanda 

Utica 

Watertown 
Webster 
Webster-BIG N 
Wellsville—BIG N 
Whitesboro 

Ohio (11) 

Bowling Green—BIG N 
Cincinnati 
Cleveland (2) 

Galion—BIG N 

Greenville—BIG N 

Lakewood 

Mansfield 

Mt. Vernon—BIG N 

Norwood 

Tiffin-BIG N 

Pennsylvania (4) 

Lock Haven—BIG N 
Shamokin—BIG N 
Stroudsburg—BIG N 
Williamsport—BIG N 

Texas (11) 

Beaumont 

Brownsville 

Dallas 

Del Rio 

Freeport 

Laredo 

San Antonio (5) 


*—Stores not open January 27,1973 


Neisner Brothers Inc. 

49 East Ave., Rochester, N. Y 
14604 


